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1973 HIGHLIGHTS 


From Continuing Operations 

Sales . 

Income Before Income Taxes. 

Income Taxes . 

Income From Continuing Operations 

Per Common Share 

Income From Continuing Operations 

Loss From Discontinued Operations 

Net Income. 

Dividends Paid . 

Average Number of 

Common Shares Outstanding . . 


1973 1972 


$ 603 , 942,391 $ 511 , 395,360 

$ 12 , 755,627 $ 11 , 260,771 

$ 5 , 548,000 $ 4 , 481,437 

$ 7 , 207,627 $ 6 , 779,334 

$ 1.62 $ 1.47 

$ (. 06 ) $ (. 03 ) 

$ 1.56 $ 1.44 

$ .515 $ .50 

4 , 419,390 4 , 552,441 
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Roy B. Miner 
PRESIDENT 



message 
to shareholders 

We are pleased to report that your 
company’s sales from continuing 
operations in 1973 were $603,942,391 
compared to $511,395,360 in the 
previous year, an increase of 18.1%, 
profits from continuing operations rose 
to $7,207,627 from $6,779,334 in 
1972, an increase of 6.3%, and 
earnings per share, also from continuing 
operations, were up 10.2% from $1.47 
to $1.62. The increase in profits is 
particularly satisfying because it was 
achieved despite the narrower margins 
which prevailed throughout the year in ' 
both the discount department store and 
supermarket industries and which are i 
expected to continue during 1974. J 

Last year the company’s Board of 
Directors raised its quarterly dividend 
to 130 from 12.50 paid since cash 
dividends were re-established in 1968. 

During 1973, we acquired Ben Kozloff, 

Inc., a Chicago-based seafood wholesale 
company and the Euclid Fish Company 
in Cleveland, both of which have 
exceeded our profit expectations. We 
have also developed a substantial 
wholesale health and beauty aid 
distribution business under the name 
Boston Distributors, and added five 
J. P. Snodgrass stores, three Sound 
Chamber stores, three Record Theatres 
and a catalog showroom. Snodgrass 
youth boutiques, selling slacks, shirts 
and accessories, are well accepted and 
five new stores will be opened this year. 

The Sound Chamber stores, which offer 
a broad range of high quality audio 
equipment, have also been a success 
and we plan to open three additional i 

units in 1974. Four new Record 
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EXECUTIVE VICE PRESIDENT 















March 14, 1974 


Theatres will be added this year as well, 
and another catalog showroom under 
the name of Stratford Jewelers and 
Distributors is planned. During the past 
year, the company opened one new 
discount store in Toledo and two in 
Greater Cleveland, one of which 
replaced an outdated store. During 
1974 we will also open new discount 
stores in Baltimore, Maryland; 
Columbus, Ohio and Louisville, 

Kentucky. 

In keeping with our policy of continually 
evaluating the present and potential 
profitability of our various operations 
and weeding out those which do not 
measure up to our standards, we closed 
during 1973 four low-volume stores in 
Texas and the company's Home Service 
Route business, representing less than 
1 % of the company’s sales and a drain 
of profits, was sold. In addition, four 
low-volume stores in Fort Worth, Texas 
will be closed this year. 

In January 1974, we completed 
negotiations for a new $33 million 
revolving credit-term loan agreement 
with nine banks. The proceeds of this 
loan were used to repay a $25 million 
term loan while the remainder was 
added to working capital. 

The present energy crisis is affecting 
the company’s business in three ways: 
first, many items derived from 
petroleum, such as gasoline, motor oil, 
plastics, solvents and fertilizers are in 
short supply; second,in areas where 
gasoline shortages are extremely 
severe, customer traffic has been 
reduced and third, the cost of moving 
merchandise has been greatly increased 


because of higher freight rates due to 
higher fuel costs. Shortages have also 
developed in many product areas that 
are not directly related to the energy 
crisis, including paper, packaging 
materials and certain food items. 
Needless to say, your management is 
making every effort to mitigate the 
effect of these shortages on the 
company’s operations during 1974. 
Early this year general merchandising 
retailers were relieved from price 
controls. We believe that this measure, 
long overdue, will have a material 
beneficial effect on the profitability of 
our discount department store division. 

Early this year Fred R. Silverstein, Vice 
President-Discount Department Stores, 
who has been with the Company since 
1964 and Ralph R. Luffler, Vice 
President-Finance, who has been with 
the Company since 1952, were elected 
to fill vacancies on the Board of 
Directors. Their presence on the Board 
will give it the benefit of their advice 
and counsel based on their long 
experience with the Company. 

We believe that with the continued good 
efforts of our employees and suppliers 
your Company can look forward to 
increased profitability in 1974. 

Sincerely, 

Roy B. Miner 
President 











cook united country, 
the heart of 
merchandising 
america 



CORPORATE 
HEADQUARTERS 

CLEVELAND, 

OHIO 


CLEVELAND AREA: 

11 DISCOUNT DEPARTMENT STORES 
11 DRUG STORES 
8 J. P. SNODGRASS STORES 
4 WHOLESALE DISTRIBUTION CO'S 
3 FOOD COMPANIES 
3 RECORD THEATRE STORES 
3 SOUND CHAMBERS 
1 CATALOG SHOWROOM 

























discount department store division 


The Discount Department Store Division, the largest 
of Cook’s operating divisions, at year’s end operated 99 
discount department stores in 19 states under 
the names Clark’s, Consolidated Sales, Cook’s, Ontario 
and Uncle Bill’s. It also operates 17 gas stations; 

38 major appliance departments; three audio specialty 
shops, called Sound Chamber; and one discount catalog 
showroom under the name Stratford Jewelers 
and Distributors. 

The customer acceptance of the new specialty stores 
which were launched last year was gratifying. The 
division plans to open three additional Sound Chambers 
and one more Stratford catalog store in 1974 as 


a result of this acceptance. By remaining alert to 
changes in customer tastes and purchasing habits, 
the division has been able to translate growing interest 
in specialty stores into profitable growth. 

Creating an exciting shopping environment through 
the use of novel displays, improved signs, modern 
graphics and innovative merchandising concepts, our 
discount stores continue to be friendly, convenient 
places to shop. Our motto of quality named brand 
merchandise at lowest possible prices is the very 
foundation of our business, and won the Brand Name 
Retailer of the Year Award for this division. 



Left to Right 

Ben Bartell 

Sr. Vice President 
Operations 

Stanley G. Blum 

Sr. Vice President 

Gen. Merchandise Manager 

Norbert J. Gorny 

Sr. Vice President i 

Finance 

Fred R. Silverstein 

Group President * 

Discount Department Stores 

i 




CONSUMER PROTECTION 

m 

BRAND NAME 

RETAJLER-OF-THE-YEAR 

1 

FIRST PLACE 

1 AWARD WINNER \ 



6 























o o 


people merchandising quality, 
for people who demand more 
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OPERATING SUMMARY (Dollars in Millions) 



1973 

1972 

Sales to the Public 

$352.8 

$325.5 

Inter Divisional Sales 

-0- 

-0- 

Total 

$352.8 

$325.5 

% of Total 

52.8% 

56.6% 

Income before Income Taxes 
and Corporate Administrative 
Expenses—% to Total 

32.5% 

46.3% 




Alan Carr 
Vice President 
Major Appliances 



































wholesale distribution division 


OPERATING SUMMARY (Dollars in Millions) 



1973 

1972 

Sales to the Public 

$55.2 

$41.6 

Inter Divisional Sales 

41.7 

34.8 

Total 

$96.9 

$76.4 

% of Total 

14.5% 

13.3% 

Income before Income Taxes 
and Corporate Administrative 
Expenses — % to Total 

36.5% 

29.1% 


































































Cook’s Distribution Division, which consists of 
eight companies, continued its aggressive growth 
during 1973. The division increased its sales last year 
despite the uncertainties which beset the mass 
merchandising industry, the principal marketing area 
of the division. The companies comprising 
the division are described below: 

Stem Distributing Company, is the most diversified 
of Cook’s hardgoods distribution companies, 
distributing 10 broad lines of merchandise to 
Cook’s discount stores and other retailers. 

Mid-West Paper Products Company, specialist in 
industrial papers and office supplies, is based 
in Detroit and has recently increased its areas of 
operation to Toledo and Cleveland through additional 
sales offices and warehousing space. 

Myron Nickman, Inc., the latest addition to this 
division, distributes a full line of housewares and 
small electrical appliances. 

Leon Supply Co., wholesale distributor of plumbing 
and electrical supplies, also maintains a retail store in 


which it sells principally the same assortment 
of merchandise. 

National Merchandising Service Company supplies 
and services housewares, pet supplies, stationery, toys, 
hair care and hobby and craft departments in 
supermarkets, drug stores and discount department 
stores throughout the country. 

Oscar Robbins Co., based in Pittsburgh, sells a 
broad line of sporting goods equipment to retailers. 

National Solvent, packages and distributes oils, 
chemicals, and paint solvents to hardware and paint 
stores, and to mass retailers on a national basis. 

Future-Pak, packages over 500 do-it-yourself carded 
plumbing specialty items for sale to wholesalers and 
retailers in the hardware and home 
improvement industries. 

This group of companies is a major source of supply 
for the Discount Department Store division and the 
combined profits of the two divisions are a major factor 
in the overall profitability of Cook United, Inc. 



buying better to 
assure dependable 
distribution 



Dolph Berman 
President 
Future-Pak Inc. 


Jack Cofall 

President 

National Solvent Corporation 



President 

Leon Supply Company 



Sydney Feinberg 
President 

Mid-West Paper Products 



Leonard Kahn 

President 

National Merchandising 



Paul Siegel 

President 

Stem Distributing 



Myron Nickman 

President 

Myron Nickman, Inc. 



Milton Weiss 
President 

Oscar Robbins & Company 
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drug division 

finest in family care 


Cook’s Drug Division, established in 1967, enjoyed further growth in sales and 
earnings during 1973. The division consists of four operating sectors: Retail 
Drugs, Wholesale and Distribution, J. P. Snodgrass (see page 14) and Record 

Theatres (see page 14). 

The retail segment includes 20 discount drug stores operating under the names 
Jay, Power Discount Drug, Boston Discount Prescription, Madison 
Discount, Akron Vitamin, and Warren Vitamin and Cosmetics; 
three pharmacy departments in Cook-owned discount stores; 

and one health and beauty aids store. 


Eugene Schwarz 
Group President 
Drug Division 


W 





Norm Shubert 

President 

Jay Drug Stores 


The wholesale operation is a supplier of health and beauty 
aids to mass retailers, including Cook's supermarkets, 
drug stores and discount department stores. 
Boston Distributors, established last year to 
offer this service to other retailers, is 
already serving over 100 other 
major stores. 




Jim Andrachik 

Vice President-General Mgr. 

Drug Store Operations 


Bernard Kurlander 

Vice President 
Pharmacy Operations 



















OPERATING SUMMARY (Dollars in Millions) 



1973 

1972 

Sales to the Public 

$21.3 

$15.2 

Inter Divisional Sales 

21.7 

22.5 

Total 

$43.0 

$37.7 

% of Total 

6.4% 

6.6% 

Income before Income Taxes 
and Corporate Administrative 
Expenses — % to Total 

11.2% 

9.9% 





Larry London 

Vice President 
Boston Distributors 
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Sonny Braman 
President 
United Poultry 



Eugene Kulber 

President 

State Fish Company 



Ben Kozloff 

President 

Ben Kozloff, Inc. 



Charles Young 
President 
Euclid Fish 



Charles Cugliari Robert Webner 

General Manager General Manager 

John Liber & Company Cottage Creamery 



James Woods 
General Manager 
Youngstown Creamery 


Through its institutional food companies and its 
supermarkets, the Foods Division provides a blend of 
manufacturing and distribution of a complete line of 
food products. This division is one of the fastest growing 
segments of Cook United with literally unlimited 
potential for growth. The recent move into the seafood 
industry gives this division a healthy mix of food 
products catering to a large degree to the rapidly 
growing “eating out” trade. The companies comprising 
this Division are described below: 

United Poultry, Inc. caters to institutional food and 
carry-outs as well as retail outlets. United Poultry 
markets poultry products throughout Ohio and in major 
cities in surrounding states. 

State Fish Company, one of the oldest seafood 
companies in the Cleveland area, was our first venture 
into the seafood business. State Fish has become a 
factor in the Ohio marketing area, as well as distributing 
product on a national level. i 

Ben Kozloff, Inc. is a seafood importing and 
distributing company purchased as of January 1, 1973, 
that does business throughout North America. Ben 
Kozloff, Inc. is one of the largest broker importers of 
seafood in the United States. 

Euclid Fish Company, a 1973 acquisition for Cook, 
sells principally to hotels, restaurants, and institutions 
in the Cleveland area. 

John Liber & Company was acquired in 1972, and is 
located in Alliance, Ohio. It specializes in the processing 
of fine smoked meat products, marketed under the 
Homestead label. 

Cottage Creamery Company, located in Orrville, Ohio, 
distributes creamery products within a 50-mile radius 
of Orrville—catering to food stores, restaurants, and 
institutional consumers. 

Youngstown Creamery Company is principally a 
distributor of dairy products and institutional frozen 
foods in the Youngstown area. 

Discount Supermarkets, from its headquarters in 
Cincinnati, Ohio, operates 21 discount supermarkets. 

With an exception of one free-standing market, all are 
operated within discount department stores. 














foods division 



OPERATING SUMMARY (Dollars in Millions) 



1973 

1972 

Sales to the Public 

$174.6 

$129.1 

Inter Divisional Sales 

1.0 

6.0 

Total 

$175.6 

$135.1 

% of Total 

26.3% 

23.5% 

Income before Income Taxes 
and Corporate Administrative 
Expenses — % to Total 

19.8% 

14.7% 
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J. P. Snodgrass Stores sell name brand slacks, shirts, belts, and 
phonograph records to the youth market. Five additional stores 
were opened during 1973 bringing the chain to a total of 
twelve stores, and five new stores are planned for 1974. 



The first three units of a planned chain of full line 
record and tape stores called Record Theatre 
were opened during 1973 as a joint venture. 

Within a theatrical design concept, 
customers enjoy silent films while 
choosing records and tapes for 
all age groups and every 
musical taste. Several 
additional units are 
planned for 1974. 











consolidated sales 



Martin Lewis 

Group President-Acquisitions 
President Consolidated Sales 


Martin Lewis serves actively in acquisitions 
made by your company and although the 
Consolidated Sales discount stores, including 
gas stations, are a part of the Discount 
Department Store Division, the operations of 
these stores, principally in the Greater 
Louisville market, have been administered 
autonomously from headquarters in Louisville 
under Mr. Lewis’direction. During the past 
year the administration of three Ontario Stores 
in St. Louis was added to the Louisville group. 



ADMINISTRATIVE OFFICERS 



Augustus 0. Downing 
Vice President 
Loss Prevention 


James Lemmon 
Vice President 
Real Estate 


Ralph R. Luffler 

Vice President 
Finance 


John F. Strong 

Vice President 
Engineering 



John E. Wade 

Vice President 
Secretary 



James Richmond 
Treasurer 


Marinus Hazen 

Controller 















STATEMENTS OF 

CONSOLIDATED INCOME 

Fiscal years ended December 29, 1973 and December 30, 1972 


1973 


1972 


Continuing operations: 

Net sales. 

Costs and expenses: 

Cost of merchandise sold. 

Selling, administrative and general expenses 
Interest expense. 


INCOME BEFORE INCOME TAXES 
Income taxes. 

NET INCOME FROM CONTINUING OPERATIONS 
Loss from discontinued operations, net of income tax effect of 

$216,740 in 1973 and ($36,419) in 1972 . 

NET INCOME 


$ 603 , 942,391 

$511,395,360 

457 , 617,725 

128 , 211,256 

5 , 357,783 

381,914,126 

114,229,885 

3,990,578 

591 , 186,764 

500,134,589 

12 , 755,627 

11,260,771 

5 , 548,000 

4,481,437 


7 , 207,627 

6,779,334 

( 252 , 940 ) 

(175,506) 

$ 6 , 954,687 

$ 6,603,828 


Net income (loss) per Common Share: 

Continuing operations. $ 1.62 $ 1.47 

Discontinued operations. . (. 06 ) _ (.03) 

Primary. $_ 1.56 $_ 1.44 

Fully diluted . $ 1.51 $ 1.40 

See notes to consolidated financial statements. 


ACCOUNTANTS’ REPORT 

Shareholders 
Cook United, Inc. 

Cleveland, Ohio 

We have examined the consolidated balance sheets of Cook United, Inc. and 
subsidiaries as of December 29, 1973 and December 30, 1972, and the related statements of consolidated 
income, shareholders’ equity and changes in financial position for the fiscal years then ended. Our examinations 
were made in accordance with generally accepted auditing standards, and accordingly included such tests of 
the accounting records and such other auditing procedures as we considered necessary in the circumstances. 

In our opinion, the aforementioned financial statements present fairly the 
consolidated financial position of Cook United, Inc. and subsidiaries at December 29, 1973 and December 30, 
1972, and the consolidated results of their operations and changes in shareholders' equity and financial 
position for the fiscal years then ended, in conformity with generally accepted accounting principles applied on 
a consistent basis. 


Cleveland, Ohio 
February 14, 1974 
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STATEMENTS OF 

CONSOLIDATED SHAREHOLDERS' EQJIW 

Fiscal years ended December 29, 1973 and December 30, 1972 



CAPITAL 

CAPITAL IN 
EXCESS OF 

RETAINED 

COST OF 
COMMON 
SHARES IN 



SHARES 

PAR VALUE 

EARNINGS 

TREASURY 

TOTAL 

Balance at January 2, 1972 . . . 

Npf inrnmp 

$4,724,771 

$29,115,434 

$46,896,173 

6,603,828 

$ (383,450) 

$80,352,928 

d CHQ QOQ 

Dividends: 




o t oUo,oz:o 

Preferred — $2.25 a share . 



(68,698) 


(68,698) 

Common — $.50 a share . . 



(2,272,978) 


(2,272,978) 

Purchase of 45,900 

Common Shares .... 




(709,067) 

(709,067) 





BALANCE AT 

DECEMBER 30, 1972 

4,724,771 

29,115,434 

51,158,325 

(1,092,517) 

83,906,013 

Net income. 



6,954,687 


6,954,687 

Dividends: 

Preferred — $2.25 a share . 



(69,442) 


(69,442) 

Common — $.515 a share 



(2,267,894) 


(2,267,894) 

Purchase of 118,700 

Common Shares. 




(1,317,771) 

(1,317,771) 

BALANCE AT 






DECEMBER 29, 1973 

$4,724,771 

$29,115,434 

$55,775,676 

$(2,410,288) 

$87,205,593 


See notes to consolidated financial statements. 









































CONSOLIDATED B-AIANCE SHEETS 


DECEMBER 29, 

ASSETS _ - _ 

CURRENT ASSETS 

Cash. $ 7,699,243 

Accounts receivable, less allowance 

of $197,500 (1972 —$381,000). 21,331,916 

Recoverable income taxes. 3,275,000 

Inventories . 115,573,683 

Prepaid expenses. 3,281,837 

TOTAL CURRENT ASSETS 151,161,679 

PROPERTY, PLANT AND EQUIPMENT 

Land. 9,139,760 

Buildings . 22,015,678 

Furniture, fixtures and equipment. 55,592,178 

Leasehold improvements. 14,489,166 

101,236,782 

Less accumulated depreciation. 38,347,305 

62,889,477 

OTHER ASSETS. 1,554,505 

COST OF BUSINESSES IN EXCESS OF 

NET ASSETS ACQUIRED. 15,961,805 


$231,567,466 


DECEMBER 30, 
1972 


$ 18,167,510 

14,661,495 

2,475,000 

92,492,640 

3,028,632 

130,825,277 


9,523,718 

15,248,996 

52,431,200 

12,742,688 

89,946,602 

33,138,491 

56,808,111 

970,001 

15,328,318 


$203,931,707 




































COOK UNITED, INC. 


DECEMBER 29, 

LIABILITIES AND SHAREHOLDERS’ EQUITY 1973 

CURRENT LIABILITIES 

Notes payable to banks and others. $ 13,277,218 

Trade accounts payable. 59,788,173 

Salaries and wages. 1,752,737 

State and local taxes. 3,196,209 

Federal income taxes. 611,049 

Current portion of notes payable. 3,421,579 

TOTAL CURRENT LIABILITIES 82,046,965 

NOTES PAYABLE. 33,813,711 

CAPITALIZED LEASE OBLIGATION. 4,040,746 

DEFERRED FEDERAL INCOME TAXES. 3,582,081 

RETIREMENT BENEFITS. 928,370 

51 / 2 % CONVERTIBLE SUBORDINATED DEBENTURES. 19,950,000 

SHAREHOLDERS’ EQUITY 
Capital shares: 

$2.25 Preferred. 150,702 

Common, $1 par value. 4,574,069 

4,724,771 

Capital in excess of par value. 29,115,434 

Retained earnings. 55,775,676 

89,615,881 

Less cost of Common Shares in treasury. 2,410,288 

87,205,593 

$231,567,466 


See notes to consolidated financial statements. 


DECEMBER 30, 
1972 


$ 3,411,737 

47,089,059 
1,816,200 
3,195,101 
1,143,372 
2,325,199 

58,980,668 

37,039,956 

3,202,322 

852,748 

19,950,000 

150,702 

4,574,069 

4,724,771 

29,115,434 

51,158,325 

84,998,530 

1,092,517 

83,906,013 

$203,931,707 
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STATEMENTS OF CHANGES IN 


CONSOLIDATED FINANCIAL POSITION 

Fiscal years ended December 29, 1973 and December 30, 1972 


SOURCE OF FUNDS 
From operations: 

Net income. 

Items not requiring use of funds: 

Depreciation . 

Other . 

TOTAL FROM OPERATIONS 

Increase in notes payable. 

Proceeds from sale of business. 

Capitalized lease obligation. 

Proceeds from properties sold and leased back. 

Other — net. 

Working capital. 

USE OF FUNDS 

Dividends . 

Additions to property, plant and equipment. 

Purchase of companies (less working capital 

of such companies). 

Decrease in notes payable. 

Purchase of Common Shares. 

Net current assets of business sold. 

* Working capital. 

CHANGES IN COMPONENTS OF WORKING CAPITAL 
Increase (decrease) in current assets: 

Cash. 

Accounts receivable. 

Recoverable income taxes. 

Inventories . 

Prepaid expenses. 

Increase (decrease) in current liabilities: 

Notes payable to banks and others. 

Trade accounts payable. 

Salaries and wages. 

State and local taxes. 

Federal income taxes. 

Current portion of notes payable. 

(DECREASE) INCREASE IN WORKING CAPITAL 

See notes to consolidated financial statements. 


1973 


$ 6 , 954,687 

6 , 687,011 

496,151 

14 , 137,849 

147,680 
953,210 
4 , 040,746 
— 0 — 
675,393 
2 , 729,895 
$ 22 , 684,773 


$ 2 , 337,336 
13 , 911,526 

724,943 
3 , 482,684 
1 , 317,771 
910,513 
— 0 — 
$ 22 , 684,773 


$( 10 , 468 , 267 ) 

6 , 670,421 

800,000 

23 , 081,043 

253,205 

20 , 336,402 

9 , 865,481 
12 , 699,114 
( 63 , 463 ) 
1,108 
( 532 , 323 ) 
1 , 096,380 
23 , 066,297 
$ ( 2 , 729 , 895 ) 


1972 


$ 6,603,828 

7,091,312 

(235,406) 

13,459,734 

1,046,000 

11,500,000 

6,910,000 

756,961 

$ 33,672,695^ 

$ 2,341,676 
15,547,119 

1,366,777 
2,351,918 
709,067 
8,000,569 
3,355,569 
$ 33,672,695 


$ 3,395,100 
3,831,309 
1,385,000 
(9,928,665) 
(832,452) 
(2,149,708) 

1,941,600 
(2,279,911) 
(5,476) 
(878,911) 
(2,065,023) 
(2,217,556) 
(5,505,277) 
$ 3,355,569 
































































NOTES TO CONSOLIDATED FIN/WCIAL STATEMENTS 

Fiscal years ended December 29, 1973 and December 30, 1972 

ACCOUNTING POLICIES CAPITALIZED LEASE OBLIGATION 


The consolidated financial statements include the 
accounts of the Company and all of its subsidiaries. 

The inventories are stated at the lower of cost (gen¬ 
erally first-in, first-out method) or market. 

Property, plant and equipment is stated on the basis 
of cost. Provisions for depreciation are computed by 
the straight-line method. 

It is the Company’s present policy to amortize, over 
a forty-year period, that portion of cost of businesses 
in excess of net assets acquired relating to acquisi¬ 
tions after October 31, 1970. That portion relating to 
acquisitions prior to October 31, 1970, is not being 
amortized because, in the opinion of management, 
there has been no decrease in value. 

The Company has recognized the deferred tax li¬ 
abilities and benefits resulting from timing differences 
between financial and tax accounting. The principal 
differences relate to depreciation and retirement bene¬ 
fits. The Company accounts for investment tax credits 
earned under the Revenue Act of 1971 by the flow¬ 
through method. 

Certain amounts in 1972 have been reclassified 
to conform to 1973 classifications. 

DISCONTINUED OPERATIONS 

In July, 1973, the Company sold the business and 
certain assets of its home service route division for 
$953,210. In September, 1972, the Company sold 
the business and certain related assets of Pick-N-Pay 
supermarkets for $11,500,000, the net book value of 
the assets sold. Certain store and warehouse facilities 
and equipment with a net book value of $12,321,000 
at December 29, 1973, are leased to the purchasers. 
The effect of these dispositions is included in the 
statements of consolidated income as "loss from dis¬ 
continued operations." 

ACQUISITIONS 

During 1973, the Company purchased four busi¬ 
nesses for $1,377,400. One of the purchases may 
require additional payments through 1977, based on 
future earnings of the acquired company. In 1972, 
the Company purchased three businesses for 
$2,850,000. Operations of these purchased busi¬ 
nesses are included in the statements of consolidated 
income from the effective dates of acquisition. The 
results of operations of the acquired companies prior 
to the effective dates of acquisition were not material 
to 1973 operations. The following is a summary of 
the unaudited pro forma results of operations assum¬ 
ing that the acquisitions had taken place as of the 
beginning of 1972. 

PRO FORMA 
YEAR ENDED 
DEC. 30, 1972 


Continuing operations: 

Net sales $545,598,148 

Income before income taxes. 12,645,354 

Net income from continuing 

operations . 7,473,588 

Net income 7,298,083 

Net income per Common Share: 

Continuing operations $1.62 

Primary . 1.59 

Fully diluted. 1.54 


The Company has recorded the sale and leaseback 
of certain property as an asset and capitalized lease 
obligation. The lease obligation is payable $384,000 
annually through 2003, including interest at 8 %%. 

INCOME TAXES 

The provisions for income taxes for 1973 and 
1972 have been reduced by approximately $800,000 
and $1,510,000, respectively, arising from losses in¬ 
curred by certain subsidiaries; $450,000 and $670,- 
000 , respectively, for investment tax credits; and in 
1972, $216,000 for income tax refunds resulting 
from Internal Revenue Service examinations. Recov¬ 
erable income taxes shown on the consolidated bal¬ 
ance sheets represent future tax benefits arising from 
loss carryovers. Deferred taxes amounted to $319,- 
000 in 1973 and $(12,350) in 1972. 


NOTES PAYABLE 

DEC. 29, 1973 DEC. 30, 1972 

5% to a bank due in quarterly 
installments of $175,000 to 

December 30, 1974 $ 700,000 $ 1,400,000 

Term loans to banks, interest 
at Vi% and V 2 % over 

prime . 25,000,000 25,000,000 

5 3 / 4 % to an insurance com¬ 
pany due in semiannual in¬ 
stallments of $300,000 to 
April 2, 1976, with balance 

due October 2, 1976 2,900,000 3,500,000 

7 % due in monthly install¬ 
ments to October 1, 1974 
($1,135,513 and $125,000 
due in 1974 and 1973, 

respectively). 1,135,513 1,260,498 

Various notes, average interest 
rate of 6% ($319,200 and 
$253,250 due in 1974 and 

1973, respectively) . 1,030,887 1,046,000 

Other notes, primarily secured 
by mortgages on various 
premises, average interest 
rate of 6% (installments 
payable in 1974 and 1973 
aggregate $666,866 and 

$646,949, respectively) . . . 6,468,890 7,158,657 

37,235,290 39,365,155 

Less current portion. 3,421,579 2,325,199 

$33,813,711 $37,039,956 


On January 7, 1974, the Company entered into a 
$33,000,000 revolving credit agreement with nine 
banks. The proceeds were used to repay the $25,000,- 
000 term loans, with the balance added to working 
capital. The revolving credit agreement calls for in¬ 
terest at %% over prime for the first year and 1% 
over prime for the second year. Any borrowings out¬ 
standing on January 15, 1976,may be converted into 
a five-year term loan payable in twenty equal quarterly 
installments commencing April 15, 1976, with inter¬ 
est at 1 ^ 4 % over prime for the first two years and 
1 Vz % over prime thereafter. 

Certain of the restrictive covenants of the loan 
agreements pertain to the maintenance of consolidat¬ 
ed working capital and limit the amount of cash dis¬ 
tributions to shareholders. Under the new revolving 
credit agreement entered into on January 7, 1974, 
unrestricted retained earnings on December 29, 
1973, would have been approximately $8,200,000. 

































Fully diluted net income per Common Share has been 
computed assuming the conversion of debentures and 
preferred shares and exercise of stock options (having 
a diluting effect) with the proceeds from options used 
to purchase Common Shares of the Company. 


RETIREMENT INCOME AND 
PROFIT-SHARING PLANS 

The Company has several funded and nonfunded 
pension and profit-sharing plans which cover certain 
employees. Total expense for 1973 was $600,000 
($403,000 in 1972), which includes amortization of 
prior service costs. 

51 / 2 % CONVERTIBLE SUBORDINATED 
DEBENTURES 

Convertible debentures amounting to $1,250,000 
and $18,700,000 are due principally in 1984 and 
1993, respectively, and are convertible into Common 
Shares at $47.50 and $38.91 per share. 

CAPITAL SHARES 

Authorized capital shares consist of 1,000,000 no 
par serial preferred shares, 1,800,000 shares of $1.70 
no par convertible preferred shares (none issued) and 
20,000,000 Common Shares, $1.00 par value. 

The serial preferred shares, entitled to one-fifth 
vote, have certain preferences as to cumulative divi¬ 
dends and liquidating distributions. Designated as 
$2.25 Convertible Preferred Shares, Series A, are 
45,000 shares, of which 30,863 were outstanding at 
December 29, 1973 and December 30, 1972. Each 
of these shares may be converted, subject to certain 
adjustments, into two Common Shares and is entitled 
to $45.00 a share upon redemption or in liquidation 
(aggregate amount $1,388,835). In 1972, 5,316 
shares were issued in connection with a prior 
acquisition. 

At December 29, 1973, 4,400,069 Common Shares 
(4,518,769 at December 30. 1972) were outstanding 
after deducting 174,000 shares (55,300 at Decem¬ 
ber 30, 1972) in treasury. There were 846,594 Com¬ 
mon Shares reserved for conversion of debentures 
and serial preferred shares and exercise of stock op¬ 
tions and warrants. 

STOCK OPTIONS AND WARRANTS 

Under the Company’s stock option plans, options 
may be granted to key employees to purchase Com¬ 
mon Shares at not less than the market price of the 
shares at date of grant. Options expire five years after 
date of grant. At December 29, 1973 and December 
30, 1972, options for 34,848 shares and 58,581 
shares, respectively were exercisable,and at December 
29, 1973, 83,219 Common Shares were reserved for 
future grants. Changes in options during 1973 and 
1972 were as follows: 

NUMBER AGGREGATE 


OF OPTION 

SHARES PRICE 


Balance at January 2, 1972 
Granted . 

117,649 

39,000 

$3,863,366 

497,250 

Exercised . 

—0— 

Canceled . 

(29,687) 

00 

C\J 

LO 

oo“ 

^r 

oo 

Balance at December 30, 1972 
Granted . 

126,962 

43,150 

3,511,988 

458,469 

Exercised 

Canceled 

(42,622) 

(1,534,153) 

Balance at December 29, 1973 

127,490 

$2,436,304 


Warrants to purchase 67,248 Common Shares of 
the Company at $40.09 per share until December 31, 
1974, and $42.95 per share thereafter are outstand¬ 
ing. The warrants expire December 31, 1979. 

NET INCOME PER COMMON SHARE 

Primary net income per Common Share has been 
computed after deducting preferred dividends and is 
based on the average number of shares outstanding. 
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LEASES 

Total rental expense from continuing operations 
for all leases (primarily stores and warehouses), 
amounted to: 

1973 1972 

Financing leases $11,013,500 $10,515,600 

Other leases.. 2,966,800 1,838,500 

$13,980,300 $12,354,100 

Sublease rentals of $2,562,500 in 1973 and 
$1,019,400 in 1972 have been deducted from the 
above. 

At December 29, 1973, the minimum commit¬ 
ments under all noncancelable leases with initial or 
remaining terms of more than one year are as follows: 


TOTAL 

1974 $12,400,000 

1975 . 12,100,000 

1976 . 11,500,000 

1977 . 10,900,000 

1978 . 10,500,000 

1979-1983 . 49,800,000 

1984-1988 . 41,500,000 

1989-1993 . 32,900,000 

1994 and later. 15,800,000 

FINANCING LEASES 

REAL EQUIP- OTHER SUBLEASE 


1974 .$13,300,000 $400,000 $1,300,000 $2,600,000 

1975 . 13,200,000 300,000 1,200,000 2,600,000 

1976 . 12,900,000 300,000 700,000 2,400,000 

1977 12,300,000 200,000 600,000 2,200,000 

1978 11,800,000 100,000 600,000 2,000,000 

1979-1983 57,200,000 100,000 1,100,000 8,600,000 

1984-1988 47,200,000 5,700,000 

1989-1993 36,900,000 4,000,000 

1994 and 

later 16,300,000 500,000 


In addition, many of these leases have renewal options 
for varying periods. 

As of February, 1974, a portion of the above mini¬ 
mum rental commitments relates to six stores closed, 
or in the process of closing, and not as yet subleased. 
These annual rentals approximate $950,000 in 1974 
and 1975; $650,000—1976 through 1988; and 
$500,000 —1989 through 1995. Management does 
not anticipate that the closings will have any adverse 
material effect on future earnings. 

The estimated present values of the net fixed mini¬ 
mum rental commitments for all noncancelable financ¬ 
ing leases are as follows: 

DEC. 29, 1973 DEC. 30, 1972 


Real estate. $112,300,000 $115,300,000 

Equipment . 1,200,000 1,300,000 

113,500,000 116,600,000 

Sublease rentals. 19,800,000 20,200,000 


$ 93,700,000 $ 96,400,000 


The present values are computed after reducing total 
rental commitments by amounts estimated to be 
applicable to the lessors' payment of taxes and in¬ 
surance. Interest rates used to compute present val¬ 
ues range from 3% to 10.5% (weighted average 
6.7%). 

The impact on net income if financing leases had 
been capitalized during 1973 and 1972 is immaterial. 

































































5 YEAR COMPARATIVE RECORD 


OPERATING RESULTS FROM 

CONTINUING OPERATIONS 

1973 

1972 

1971 

1970 (1) 

1969 

Sales 

$603,942,391 

$511,395,360 

$465,599,381 

$403,367,714 

$335,192,406 

Interest expense 

5,357,783 

3,990,578 

4,270,295 

4,516,942 

3,024,040 

Income before Income Taxes 

12,755,627 

11,260,771 

13,335,660 

7,982,929 

13,848,187 

Income Taxes 

5,548,000 

4,481,437 

6,379,838 

3,704,100 

6,967,100 

Net Income 

7,207,627 

6,779,334 

6,955,822 

4,278,829 

6,881,087 

Net Income per Common Share 

1.62 

1.47 

1.65 

1.05 

1.78 

Average Number of 

Common Shares Outstanding 

4,419,390 

4,552,441 

4,197,217 

3,997,240 

3,850,830 

OTHER FINANCIAL AND STATISTICAL 

INFORMATION AT YEAR END: 

Common Shareholders’ Equity per Share 

19.50 

18.26 

17.35 

15.08 

13.57 

Number of Common Shareholders 

7,087 

6,465 

6,284 

6,325 

6,420 

Number of Discount Supermarkets 

21 

22 

21 

17 

14 

Number of Discount Department Stores 

99 

101 

96 

94 

85 

Number of Drug Stores 
and Leased Departments 

24 

24 

27 

24 

23 

Number of Gasoline Stations 
and Auto Washes 

20 

16 

11 

8 

_ 

Number of Specialty Retail Stores 

19 

9 

7 

— 

_ 


(1) 53 weeks — all other years 52 weeks. 
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